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Introduction 
Murray Gould, a developer and 
founder of Gould & Associates, 
worked at CP & L (Carolina Power 
and Line Company) for 16 years as a 
corporate tax investor. He oversaw a 
few of CP & L’s development 
projects that were in partnership with 
developers where the use of tax 
credits was part corporate tax 
investment strategy.  The equity for 
tax credits was a benefit for both CP & L and the developers as one of the main sources 
of funding for the development projects.  Motivated for a change from the corporate 
working lifestyle, Murray Gould left CP & L to start his own development company, 
Gould & Associates, with an emphasis of using the tax credits as an investment tool for 
equity in his development projects.  
Exhibit 1
 I reviewed one of his development projects, Mount Olive School Apartments, as 
shown in Exhibit 1, as a case study because the rehabilitation of the school was a 
successful mixed-use development project.  The heart of the case study looked into the 
investment strategy of combining the Historic Tax Credits (HTC) and the Low Income 
Housing Tax Credit (LIHTC) to make Mount Olive High School rehabilitation 
financially feasible with residential and commercial uses.  Mount Olive School was 
unique, located in a small town of eastern North Carolina better known for its national 
brand of relish pickle.  The uniqueness made this case special to study further on North 
Carolina Housing Financing Agency role in providing LIHTC as a source of funding 
along with its Rental Production Program Loan (RPP Loan). 
There is a two-part approach in understanding the difference of the two tax 
credits, HTC and LIHTC in the case study.  The first part emphasizes on the historical 
architecture of the high school building built in 1923 for the purpose of understanding 
how the rehabilitation of the school becomes qualified for HTC.  The second part focuses 
on the criteria the North Carolina Housing Financing Agency has in its NCHFA 1999 
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Allocation Plan.  Several sections of the allocation are stated to show the relationship 
between the developer’s financial investment strategy and the requirements shaping the 
strategy. 
 
Mount Olive: A Brief History 
Mount Olive is a farm community in Wayne County of North Carolina 70 miles east 
of Raleigh and 20 miles south of Goldsboro.  Its existence in the late 1830s centered on the 
Wilmington & Weldon railroad line, which linked the town to the port of Wilmington on the 
coast of North Carolina.  The downtown developed around a street named Center Street, 
which is a common name as the main street of the old railroad towns of eastern North 
Carolina.  The Center Street is a two-lane road with the railroad track running along in 
between the two lanes.  The human activities and automobile movements are always in the 
constant motion of crossing the railroad to a movie theater, drugstore or to turn onto one of 
the two lanes for the right direction. Mount Olive downtown is tightly woven around the rail 
line as the center with residential neighborhoods surrounding the center.  
Mount Olive was incorporated as a municipality in the 1870.  It experienced an 
economic boom with local farmers turning to strawberries and other produce for rail 
shipment to Wilmington and other city markets.  An independent pickle producer company, 
Mount Olive Pickle Company, has begun its operation in 1926 as an outgrowth of the area’s 
market farming tradition.  It is now the nation’s largest pickle producer.  Most of the 
downtown’s decorative brick commercial buildings date to the time of its market farming 
economic boom in the period of the 1870s to 1920s.  Mount Olive’s historic neighborhoods 
feature architecture designs and constructions of Greek Revival, Colonial Revival, Queen 
Anne, and Craftsman styles.  Mount Olive Historic District is listed in the National Register 
of Historic Places. (Mount Olive Chamber of Commerce) 
 
Mount Olive High School 
Mount Olive High School locates on 207 Wooten Street a few blocks east of Center 
Street.  It is not in the Mount Olive Historic District.  However, it is registered as a historic 
building for two reasons: one is to preserve it as a part of Mount Olive’s history and the 
second is for the developer to qualify for the Historic Tax Credit earned through the 
rehabilitation of the high school as multifamily housing.  More importantly, the combination 
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of the two reasons enhances the health of Mount Olive as 
a community with this historical building preserving its 
past.  Mount Olive High School started out as the town’s 
school for the whites at the height of segregation in 1923.  
An architect, John Gullet, from Goldsboro designed the 
school.  Goldsboro is the seat of Wayne County and it 
has an impressive listing of its own historic 
neighborhoods in the National Register of Historic 
Places.   The architect designed many of the historically 
significant buildings in Goldsboro. 
 
Exterior Characteristics of Mount Olive High School 
Mount Olive High School is an impressive 
building with brick exterior and wood framing. It is a 
building with a restrained sense of Classical Revival architectural design.  The style is based 
more on Roman architectural orders but with the spirit of Greek Revival.  The design relates 
to a time of recognizing a public institution as a paragon of democracy and higher learning.  
The giant stairway from the ground floor leads to the three tall arched front doors of an 
auditorium as shown in Exhibit 2.  This characterizes a form of a Greek Temple with a 
columnless pedimented roof. To the right of the auditorium in Exhibit 3 are the two-story 
tall arched windows.  When one looks into tho
The design of the enlarged arched doors 
and arched windows are the features of 
Roman architecture, but not heavy enough 
to classify it as pure Romanesque Revival, 
which is why the building is considered 
Classical Revival architecture. 
Another style of architecture 
Exhibit 2
se windows, a top floor is seen crossing them.  
is 
practiced as a more restrained version of 
Classical Revival that seemed to lean 
toward almost being Art Moderne as Exhibit 3
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shown in Exhibit 4.  However, 
the classical ornaments and 
classical symmetry of the 
design prevented it from being 
classified as Art Moderne 
architecture. The tall square and 
rectangular shaped windows for 
each floor, the ample porches 
with open archways and 
glassless windows, and flat roof 
are hinting some form of modernism.  The faces of the front side and the backside have 
symmetrical panels of 5 large 
windows for each classroom. The 
large symmetrical windows convey 
the idea that order must set the tone 
in the academic environment, and 
those windows bring in a lot of light 
as if ideas are flowing into the 
learning atmosphere.  
The backside of the high 
school building is an a
Exhibit 4 
ddition built in 
the 1940s as a cafeteria room as 
shown in Exhibit 5.  The cafeteria room is a sharp contrast in an architectural sense it has 
a utilitarian design that reflect a concern with efficiency.  This concern is found in many 
public buildings designed between 1940 and 1970.  The utilitarian design is the opposite 
of the architectural design bearing the spirit of democracy and higher learning found in 
many public buildings between 1880 and 1930.  The visual distinction is seen by the 
color of the addition’s brick exterior, which is newer and redder of different brand and by 
the design of two different features.  Fortunately, the significant materials and features of 
the school’s historic character are preserved with minimal damage.  Ironically the 
Exhibit 5 
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addition is qualified for historic tax credit for more its age of over 40 years rather than for 
its architecture.   
e High School 
entrance to the 
ground
 
Interior Characteristics of Mount Oliv
On the side 
 floor of the auditorium is a 
public use area and it is underneath 
the first floor of the auditorium.  The 
ceiling is constructed to the sloping 
form of the seating arrangement floor 
of a theater as seen in Exhibit 6.  The 
ceiling is not in-line symmetrically to 
the line of the windows and the doors. 
This is unusual for an auditorium’s 
first floor to be constructed on the second floor of a building.  The interior of the 
auditorium is grand in its scale in the spirit of Greek 
Revival architectural orders as seen in Exhibits 7 and 8.  
It embodies a sense of freedom for creativity and higher 
learning with the large windows enlightening the 
freedom with the lights.  The auditorium is preserved as 
a commercial use rather than rehabilitated as residential 
use because it has distinctive 
features with quality craftsmanship 
and construction techniques that 
characterize auditorium as the arts 
and drama center for Mount Olive.  
No other place in Mount Olive has 
Exhibit 6 
Exhibit 7
Exhibit 8
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an auditorium of that caliber preserved for the purp
center.   
The other distinctive features of the 
interior c
ose of continuing as the arts and drama 
haracterizing the public school are the 
hallways; the windows, the doors and a trophy 
case shelf as shown in Exhibits 9 and 10.  The 
windows are covered or laminated black and the 
unusable doors are sealed without the knobs to 
protect the privacy of the apartments while 
preserving the character of the classrooms. 
Another construction feature in the interior is the 
arch indicating its 
originality as an exterior 
entranceway from the 
backside of the school in 
Exhibit 11.  It indicates 
the addition was indeed 
built in the back as a 
cafeteria room.  Around 
the arch are unpainted bricks of two different brick materials and design elements indicating 
more clearly the originality the school building. Note in Exhibit 12 the color difference of 
the brick materials, the original cemented footing and 
decorative brickwork by the door.   The window above the 
door is covered with bricks unlike the other exterior doors on 
the front side.   The differences pictured are the visual 
elements of seeing what is old and new. 
 
 
Exhibit 9 
Exhibit 10Exhibit 11 
 
 
 
Exhibit 12 
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Historic Preservation Certification Application  
 and state Historic Tax Credit, the developer as a rule has to go 
ting a three-part Historic Preservation 
register
During the application process of Part 2, Murray Gould started the groundwork of 
rchitect to draw up design plans on the rehabilitation of Mount 
Olive H
For the federal 
through a certification process, required by submit
Certification Application to the State Historic Preservation Office.  The state office then 
forwards them with recommendations to the National Park Service, as the National Park 
Service, not the state office, is responsible for final certification in Part 3.  The difference in 
the three-part procees is that Part 1 application is the recording of a building’s originality in 
architecture, construction and history to become a nationally registered historic building.  
Part 1 is a ten-page to twenty-page requirement to register for it.  Part 2 is an application of 
registering the building as a nationally registered historic building while requesting for an 
allowance of rehabilitation. Part 2 is a write up of a ten-page to twenty-page on the historical 
and architectural significant of a building plus unlimited number of pages on the technical 
details of architecture and construction.  Part 3 is the final certification on the comparisons 
between the originality of the building’s architecture and construction from Part 2 and the 
results of the rehabilitation of the building.  Part 3 is also the final approval for both the 
federal and state Historic Tax Credits after the inspection on the comparisons have found 
the rehabilitation has complied with the Secretary of the Interior’s Standards for Rehabilitation.   
The developer, Murray Gould, initiated the project in 1997 by applying the Part 2 
application because it allowed him to proceed with the rehabilitation of the project while 
ing the building as a certified one.  Part 1 is not a necessary process since it only deals 
with certifying the building as registered historical building without the rehabilitation.  In this 
scenario of the process for the historic tax credits, only Part 2 and Part 3 were completed.  
 
Tax Credits Financing 
the project by hiring an a
igh School. After the rehabilitation design plan was completed, an estimation of the 
construction cost was obtained from a general contractor.  After the construction cost, the 
final work on the total costs is the development cost.  The development cost includes the 
architecture cost, soft costs, reserves costs and others.  The developer then moved to the 
next step of creating a financial model to work on the strategy to maximize the use of tax 
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credits as a major source for the funding of the development project.  His financial model 
required creativity in finding ways to pull in all three sources of the tax credits earned 
through the approvals from the National Park Service, the State Historic Office and the 
North Carolina Housing Finance Agency.   
To find the calculation of the federal and state Historic Tax Credits earned, the 
qualified basis costs has to be summed up from the development cost of $2,085,929.  The 
HTC q
 It begins with a different qualifying basis of the development cost 
because
credits formula where it is a one-step procedure of multiplying the Historic Tax 
Credits
ualifying basis is $1,947,168 and the non-qualifying basis is $138,761.  The general site 
preparation cost, the tax monitoring fee for LIHTC, the organizational costs and the 
reserves costs cannot be counted as the basis for historic tax credit.  Twenty percent of the 
qualified basis cost becomes the amount of tax credits earned.  For the federal and state 
historic tax credits earned, that is 20% of $1,947,168 equaling $350,490 earned, respectively.  
The combination of the two becomes forty percent of the qualified basis cost.  However, the 
equity raised from the tax credits varies as the selling price for the federal credits and state 
credits differ greatly.  
The calculation for Low Income Housing Tax Credits is very different from the 
Historic Tax Credits. 
 the general site cost and the furnishing cost are allowed to be part of the basis for 
LIHTC.  The basis of the development costs for the LIHTC is $2,011,318.  The only 
qualifying basis from acquisition costs, including land and building, is the building cost to be 
part of the basis for LIHTC.  Since the high school was donated to the developer, it did not 
qualify for the building cost.  The other difference of the two tax credits sources is the Low 
Income Housing Tax Credits has tax credits receivable annually at the rates of 4% and 9% 
for ten years, whereas the federal and state historic tax credits are receivable upfront in the 
first year.   
To begin with the calculation for the LIHTC earned, it is not as simple as the 
historic tax 
 qualifying basis with twenty percent.  To earn the LIHTC, a few steps have to be 
taken to find the tax credits earned for ten years.  Starting with the tax credits basis of 
acquisition costs of $0 and the development costs of $2,011,318, the next step is finding the 
eligible basis.  In Exhibit 13 is a financial structure to follow the few steps: 
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  Low Income Housing Tax Credit 
 
 
 
 
 
 
    
       
     Acquisition Development Cost 
Tax Credit Basis                      -               2,011,318  
less: Federal Historic Credit                   (389,434) 
Eligible Basis                      -               1,621,884  
Applicable Fraction    100.00% 100.00% 
Qualified Basis                      -               1,621,884  
Tax Credit Rate    3.61% 8.43% 
Annual Tax Credits                      -                  136,725  
Total Annual Tax Credits             136,725  
Annual Tax Credit Award (fixed by NCHFA)           134,796  
10 years           1,347,960  
 
 
 
 
Exhibit 13 Sources: Gould & Associates 
When a development project is using federal Historic Tax Credits to go with LIHTC 
as part of an investment strategy, the LIHTC basis must be reduced by the federal Historic 
Tax Credits to find the eligible basis.  The calculation for LIHTC requires that any other 
federal loans and grants must be counted as ineligible basis to find the eligible basis.  There 
is an exception in the case of using the Community Development Block Grant of $85,500 as 
one of the sources of funding.  The $85,500 grant is not an ineligible basis because the Town 
of Mount Olive has converted it into a loan through its non-profit revolving loan program.  
It is part of the developer’s strategy to minimize the ineligible basis and to maximize the 
eligible basis for more tax credit.    
One other important note relating the development costs to the eligible basis for 
LIHTC: the construction cost includes the auditorium and conference room so the 
development costs is the total cost including the commercial use.  Since NCHFA focuses on 
the affordable housing construction cost as a qualification for LIHTC, an exception exists to 
include the commercial space construction cost in the eligible basis, as the commercial space 
is consolidated with the residential space for the tenants to use without restrictions.   In most 
projects using LIHTC, construction costs of commercial space not consolidated with 
residential space are not eligible.   
The next step is finding the percentage of apartment units that will be affordable to 
the tenants with 50% and 60% of the county’s median income.  In the Mount Olive School 
case, all 19 units will be affordable to tenants with 50% of the Wayne County median 
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income so 100% is the applicable fraction of the eligible basis for the qualified basis. (*The 
applicable fraction is explained in the NCHFA Section.)  The tax credit rate of 4% (3.61%) for the 
qualified basis of acquisition cost and 9% (8.43%) for the qualified basis of development 
costs is applied.  The annual tax credits are produced with $0 for the acquisition cost and 
$136,728 for the rehabilitation cost.   The fixed annual tax credits are awarded by the North 
Carolina Housing Finance Agency.  In this case, the project is awarded $134,796 for ten 
years totaling $1,347,960.   
The annual award of $134,796 is not a random selection of number as there is a 
requirement by NCHFA on the construction cost of substantial renovation.  It states: “Hard 
construction costs must exceed $7,000 per unit.” (NCHFA 1999 Allocation Plan, (IV)-pg.3)  
With the total construction cost of $1,544,373 including NCHFA required contingency of 
6% on renovation projects, the cost per unit is $81,285.  With the cost seen in a ten-year 
perspective, the actual cost is $8,128.50 per unit (including the commercial space cost), 
which exceeds the $7,000 per unit requirement.   When NCHFA calculates a cost surpassing 
the $7,000 hurdle, it usually fixes an award averaging $7,000 to $8,000 per unit.  In this case 
study, the award of credits per unit is $7,094.53. 
 
Limited Liability Corporation Structure 
Murray Gould has structured a Limited Liability Corporation (LLC), Mount Olive 
School Apartments LLC, to syndicate investors/corporations willing to buy the tax credits at 
0.90 cents per dollar for the federal historic tax credits totaling $350,490; 0.60 cents per 
dollar for the state historic tax credit totaling $233,660; and 0.75 cents per dollar for the 
LIHTC totaling for ten years $1,010,970.   The selling of those tax credits becomes the 
source of equity totaling $1,595,120 for Mount Olive development project.  Exhibit 14 
shows the sources of fund for Mount Olive School matching the total development costs of 
$2,085,929.   Of all the sources, the tax credits provide the biggest investment into the 
project at 76% of total funding.   
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Summary of Sources:   
CDBG Loan 85,500 4% 
RPP Loan 275,000 13% 
   
Tax Equity Investor 1,594,961 76% 
AHA 80 0.004% 
PNC 80 0.004% 
Deferred Development Fee 130,309 6% 
Total Sources of Funds 2,085,929 100% 
Exhibit 14 Source: Gould & Associates 
 
 
 
 
 
 
 
With 76% of the funding filled in by the tax credits, the advantage for tax equity 
investor is buying them at a discount less than a dollar, and they are not similar to a tax 
deduction that only applies to 0.33 cents per taxable income dollar.  The tax equity investors 
pay 0.90 cents per tax credit dollar.  The tax credit becomes a dollar-for-dollar reduction of 
tax liability.   The cost for the reduction of the tax liability is saved with ten cents per dollar.  
The use of tax credits is a good financial sense for the investors who want tax benefits while 
making an investment in a project with the tax credits as a source of equity.   
Another advantage for the tax equity investors on the Mount Olive Apartments 
project is they are the limited partners with an ownership of owing 99.99% of the project.  
Their status as a limited partners allow them to use the tax credits as an investment with 
minimal liability to the property/personal assets of the project.  Most of the liability on the 
property assets and the earning risk of the tax credits go to the general member/developer.  
The advantage the developer has on the project is the complete control of the development 
process, earning a 15% development fee and contributing only 0.01% of the equity on the 
project.  As shown in Exhibit 15, the structure of a LLC entices a distinction of the legal 
entity on the ownership of Mount Olive Apartments.   
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 Limited Liability Corpo ation Structure r
 
 
Ownership Entity 
                                                                       Mt. Olive Apartments, LLC 
 
                          
                         Members of Entity                                                           Managing Member 
        Historic Preservation Foundation of NC, Inc                                      Gould & Associates 
                               Gould & Associates 
  
     Syndication                     Individuals                Control over Project     Taxes $$$      Isolate Risk                           
     Corporations                      Investors                                                                      of Project 
 
 
 
Exhibit 15 
While the rehabilitation of Mount Olive High School as a registered historical 
building greatly benefited from the historic tax credits, the LIHTC is the key reason the 
project has become financially feasible as a project.  The LIHTC for the Mount Olive 
Apartments project over ten years is $1,010,970 when compared to the federal/state historic 
tax credits of $584,150.  Without the LIHTC, the Mount Olive development project would 
also have been impossible to initiate with the Historic Tax Credits alone.  That is an irony 
since the main purpose of the project has been to preserve it as a historical building to 
enhance the historical character of Mount Olive.  Even with LIHTC and Historic Tax 
Credits, the project has been in a dire need for a more affordable loan to keep it afloat in the 
long term.  The project would unlikely become a well-performing real estate project with a 
market rate mortgage loan to exceed NCHFA’s required Debt Coverage Ratio (DCR) of 
1.15.  The developer managed to pull in two affordable loans: Rental Production Loan 
(*NCHFA Section) and Community Development Block Grant Loan. 
 
Tax Credits Risks 
The two of the biggest financial risks for the developer are: 1) losing the approval for 
the Historic Tax Credits after the final certification application, Part 3, from the failure of 
complying Standards for Rehabilitation, and 2) losing the Low-Income Tax Credits award from 
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the North Carolina Housing Finance Agency.  When the two risks are weighted, the LIHTC 
risk stands out as riskier. 
Complying Standards for Rehabilitation deals directly with the construction problems of 
rehabilitating the building while preserving its character as a historically and architecturally 
significant building.  Complying the standards becomes less risky with the developer hiring a 
contractor who has rehabilitated constructively many large-scale buildings to other uses and 
an architect who has more blueprints of rehabilitating large-scale buildings to different uses. 
In dealing with the Historic Tax Credits risk, Murray Gould likes to say: “I don’t care about 
those expensive fancy named construction contractors and award winning architects known 
for their artistry skills as long a contractor and an architect understand the standards and 
know how to readapt an old building to a functional space of other uses at the lowest 
possible cost.”  
The LIHTC risk does deal with the construction issues as it expects quality 
construction and quality designs safe and useful for people of all level, including people of 
disabilities.  There are “Design Standards” from NCHFA as part of the LIHTC application 
where points are given and the “Design Standards” has a maximum of 70 points.  Yet, unlike 
the Historic Tax Credits approved solely on the construction requirements of rehabilitation, 
NCHFA also has other requirements for points earned to go over the required 230 points 
for a full application to receive a reservation.  (NCHFA 1999 Allocation Plan, (V)-pg.4)  
Parts of NCHFA’s  “Project Selection Criteria Used To Determine Housing Priorities” are extracted 
to create a table of point score system in Exhibit 16. 
The reason LIHTC is a bigger risk than Historic Tax Credits is complying the 20/50 
and 40/60 requirements leaves the developer at risk everyday for ten years to deal with the 
unpredictability of human nature.  These rules deal with a population who are qualified as 
low-income tenants, yet some tenants are overqualified with moderate income by lying on 
the application, some violate the leasing agreements and some may lose jobs with no income 
to pay the affordable rents.  The list goes on and on.  The developer minimizes the risk by 
hiring a property management company whose specialty is affordable housing property 
management with a compliance monitoring system of checking low-income certifications, 
the supporting income documentations, leases records, the rent records including utility 
documentation and inspections for Housing Quality Standards for tenants. (NCHFA 1999 
Allocation Plan, (V)-pg.12)   NCHFA also has a compliance monitoring system similar to 
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that of the property management to check on annually for the tax credits to be awarded.  
Comparing the two tax credits’ risks, it is easier to control the nature of construction than 
the nature of humans to be consistent with the requirements for tax credits. 
 
 
Site and Market Evaluation (Maximum 150 Points) 
1. Site Evaluation (Maximum 75 Points) 
• Neighborhood Characteristics (Maximum 31 Points) 
• Site Suitability (Maximum 22 Points) 
• Site Compatibility (Maximum 22 Points) 
2. Market Analysis (Maximum 75 Points) 
Rent Affordability (Maximum 60 Points) 
      1.   Federal Rent Subsidies (Maximum 15 Points) 
      2.   Mortgage Subsidies (Maximum 10 Points) 
      3.   Tenant Rent Levels (Maximum 20 Points) 
      4.   Binding Commitment Beyond 15 Years (Maximum 15 Points) 
Financial Structure (Only Negative Points Available) 
      1.   The following points will be deducted for projects where the total development cost less land 
and reserves are above $65,000 and up.  The equity raised from state or federal historic tax credits 
will be subtracted from the total development cost before the calculation is made.   For the Mount 
Olive School rehabilitation, the cost is $75,547 per unit.  The points deducted are 40 points. 
Capability of the Project Team (Maximum 70 Points) 
Creation of Affordable Units (Maximum 20 Points) 
Example: 
     1.   Twenty (20) Points will be awarded for the substantial rehabilitation of a vacant building or 
the conversion of a vacant building to housing. 
Bonus Points (Maximum 80 Points) 
Examples: 
     1.   A maximum of 15 points will be awarded for projects that are in economically distressed 
counties.  First tier counties will receive 15 points, second tier counties will receive 10 points and 
third tier counties will receive 5 points.  Fourth and fifth tier counties will not receive points. 
     2.   Fifteen (15) points will be awarded for projects that are developed given priority to assist 
special populations where developer can show a clear demand (a low capture rate and low vacancy 
rates in potentially competing projects) for such housing in the market study. 
     3.   A maximum of up to 25 points will be given to projects with service plans which are well 
targeted, carefully accounting for what the population of the proposed development will likely be, 
and their needs for support services, as well as a budget supporting such activities. 
Design Standards (Maximum 70 Points) 
     1.    Site Plan Considerations (Maximum of 20 Points0 
     2.    Building and Floor Plan Design (Maximum of 30 Points) 
     3.    Construction Characteristics (Maximum of 20 Points) 
Source: NCHFA 1999 Allocation Plan, (V)-pg.4-11 
 
 
Exhibit 16 
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Revenue and Operating Expenses  
The main source for producing revenue is the rental income from the apartment.   
The second source of revenue is the commercial income of the auditorium.  It was a difficult 
task to readapt the auditorium as apartment units without jeopardizing its character because 
of its construction techniques that set itself apart more characteristically from the rest of the 
school building.   The first floor below the auditorium is the public use area with a 
conference room, kitchen and bathrooms. The auditorium is for events, plays and lectures.   
An example of a recent event in the auditorium is the 2002 Mount Olive Pickle Beauty 
Pageant Contest.  The second source of revenue proves to be beneficial in protecting unique 
characters of the historic building.  Exhibit 17 shows the rent income spreadsheet complying 
the NCHFA targeting requirements with the 20/50 and 40/60 rules. 
 
Unit Mix and Income Projection            
            Gross Max. %   
      # Tenant Utility Housing Housing Max. Annual 
      Units Rent Allowance Expense Exp. Limit   Income 
          
Efficiency (@ 50% median income)           
One Bedroom (@ 45% median income)           
One Bedroom (@ 50% median income) 9 303.00 50.00 353.00 361.00 97.8%        32,724  
One Bedroom (@ 60% median income)           
Two Bedroom (@ 45% median income)           
Two Bedroom (@ 50% median income) 10 369.00 60.00 429.00 433.44 99.0%        44,280  
Two Bedroom (@ 60% median income)           
Three Bedroom (@ 45% median income)           
Three Bedroom (@ 50% median income)           
Three Bedroom (@ 60% median income)          
              
   19           77,004  
  
 
 
Exhibit 17 
Source: Gould  & Associates 
The gross rent income of $77,004 is for the year of 1999 since the application for 
LIHTC has been submitted by April of 1999.  In the proforma, the lease-up year is 2000.  
The gross rent income is 3% higher as it escalates 3% annually.  The revenue from 
commercial uses is applied in the proforma as gross other incomes, and it assumes a revenue 
of $285 per month with an annual increase of 3%. 
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 NCHFA requires a minimum of $2,300 operating expenses per unit per year less 
taxes, reserves and resident support services for renovation projects with 16 or more units.  
It also states: “Developer projected operating expenses will be used if they are higher than 
Agency minimums.  The developer must have the proposed management agent sign a 
statement in the application that they have reviewed these costs and agree they are 
reasonable projections.” (NCHFA 1999 Allocation Plan, (IV)-pg.7)  The operating expenses 
less taxes, support services and reserves is $2,530 per unit, exceeding the threshold 
requirement.  The total operating expenses per unit are $3,211. 
In the line items for the operating expenses, the replacement reserves are included.  
The replacement reserves are required by NCHFA to have renovation projects budgeted at 
$300 per unit.  Replacement reserves deal with long-term repair and maintenance for the 
building.  New carpets every three years, new paint every five years and roof repair every six 
years are the examples of replacement reserves supporting the repair and maintenance costs.  
The other type of reserves required by NCHFA is operating reserves included in the line 
items of development cost, but not in the operating expenses.  It deals with the rent-up cost 
during the leases up year and the vacancy cost annually after the lease up year.  NCHFA 
states: “All projects must have capitalized project operating reserves equal to six months of 
debt service plus operating expenses.  Reserves can be funded through deferred developer’s 
fees lent and capitalized by an equity payment up to one year after certificate of occupancy is 
received.  The developer fee can only be repaid from cash flow if all required replacement 
reserve deposits have been made.” (NCHFA 1999 Allocation Plan, (IV)-pg. 8) 
 
NCHFA: Applicable Fraction and Rental Production Program 
 In NCHFA 1999 Allocation Plan, it has a targeting requirement that structured the 
20/50 and 40/60 rules.  It states: “Tax Credit Restrictions-Minimum Set-aside:  At least 
twenty (20) percent of the units must be affordable to and occupied by tenants with incomes 
at 50% or less of the area median income.  If this designation is chosen by the developer, no 
household in a unit for which the developer is receiving tax credits may earn more than 50% 
of the gross area median income adjusted for household size.  Alternatively, a developer may 
designate at least 40% of the units must be affordable to and occupied by tenants with 
incomes at 60% or less of the gross area median income, adjusted for household size.” 
(NCHFA 1999 Allocation Plan, (IV)-pg. 10)  The restrictions are based on the minimum set 
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and a project can go from that minimum up to one hundred percent to qualify for the tax 
credits.  In other words, the higher percentage it goes, the more tax credits it earns and the 
lower percentage it goes to the minimum threshold, the less tax credits earned. 
Mount Olive is in Wayne County and it is a low-income county in Tier 3.  Seventy-
five percent of the annual LIHTC is allocated in the top three tiers starting with the first one 
as a priority trickling down the remaining credits to Tier 3.  Twenty-five percent of the 
annual LIHTC is allocated to middle and high-income counties of Tier 4 and Tier 5.  Like 
Tier 1 to 3 with 75% LIHTC available, Projects in Tier 4 are a priority for 25% of tax credits 
before leaving remaining pool of the credits for qualified projects in Tier 5.  From the rent 
income spreadsheet in Exhibit 17, the rent fixed is based on the 1999 Income Limits and 
Maximum Housing Expense on 50% of Median Income from NCHFA 1999 Allocation 
Plan.  Each county are set with income limits and maximum housing expense of median 
incomes.   
  The targeted tenants for the Mount Olive rehabilitation project are individuals (or 
families) earning 50% of the Wayne County median income as shown in Exhibit 17.  From 
the 1999 Income Limits and Maximum Housing Expense on 50% of Median Income, the 
maximum housing expense for a one-bedroom unit is $361.00 and for a two-bedroom unit, 
it is $433.44.  Maximum housing expense includes the utility allowance, which is required 
with $50.00 for one-bedroom unit and $60.00 for two-bedroom unit.  The rent, not the 
gross housing expense, is calculated for the annual income as required by NCHFA.  Expense 
and rent are not the same thing as shown in the calculation.  The reason for it is to provide a 
cushion for a low-income tenant with additional money to pay expenses after the rent.  Only 
the rent is the source for the gross rent revenue in the project’s proforma while the expenses 
go to utility services unrelated to the project’s revenue. 
Since the main goal is strive for the maximum on the project’s investment strategy, 
one hundred percent (100%) of the 19 units are affordable to maximize the amount of tax 
credits needed for the project.  Another maximum approach is to qualify for the Rental 
Production Program loan as permanent first mortgage of the development project.  NCHFA 
created the RPP program with “a goal to provide affordable rental housing opportunities for 
low-income families throughout the state.  Through the RPP loan product, the Agency 
provides permanent long term financing for rental projects, which serve families earning less 
than the 60% of area median income.  Funds are awarded through a competitive cycle and 
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are allocated geographically to ensure that the program resources are distributed equitably 
across the state.” (NCHFA 1999 Allocation Plan, (VI-pg.1) 
NCHFA has several requirements for the RPP loan.  One of them states: “Forty 
percent (40%) of the qualified units in projects with RPP funds must be affordable to and 
occupied by households with incomes of less than 50% of the area median income adjusted 
for household size.  Additionally, no market rate units are considered qualified units and 
would not fall under the restrictions of the RPP program, or are counted in per unit 
calculations described in the RPP Loan Product Sheet.” (NCHFA 1999 Allocation Plan, 
(IV)-pg.10)  For the Mount Olive rehabilitation project, one hundred percent  (100%) of the 
19 units are affordable to and occupied by households with 50% of median income.  The 
other requirement is stated: “Any rehabilitation project must involve substantial 
rehabilitation of at least $25,000 per unit in total development cost.” (NCHFA 1999 
Allocation Plan, (VI)-pg.2)   The development cost for the Mount Olive Apartment project 
is substantial at the cost of $81,285 per unit.   
Another requirement to follow through for a maximum amount of RPP loan as first 
mortgage is finding the NCHFA’s Area Income Ratings for the interest rates and loan term. 
There is a table of Area Income Ratings of the counties as high-income and low-income.  
The rating is numbered from one to five with one (1) as the highest with counties of the 
highest area income level to two (2) with counties of the next highest area income level.   A 
rating of three (3) is in between with counties barely in high-income level to high low-
income level.    A rating of four (4) is counties in the next lowest area income level with five 
(5) as counties in the lowest area income level.  Along with the Area Income Ratings system, 
RPP loan has the financing structure, local investment and repayment requirements to back-
up with the rating system of one to five.  NCHFA states in the requirements relevant to the 
projects underwriting for RPP loans: 
1. The project must demonstrate an ability to repay some or the entire RPP loan. Full annual deferral 
of loan repayment is permitted on a limited basis during the initial years of the project in Income 
Areas rated number four and five only. 
2. Rental Production Program funds will be provided as 20 year amortizing permanent loans.  Partial 
repayment of principal and interest are allowed only if the project clearly cannot support the full 
annual debt payment after operating expenses and first mortgage obligations are paid.  Any unpaid 
principal and interest accrue and be due at the end of the term. 
3. The RPP funds must be combined with tax credit equity, which is applied to the project costs, and 
must be designed in compliance with loan product guidelines.  Projects may substitute other sources of 
funding in the place of tax credit equity if the amount of other funding is substantially equivalent to 
 20
the amount of tax credit equity that would have been raised from investors using the Agency’s 
standards for calculations.  The only exceptions to this requirement are the following: 
a. Projects located in counties with number five (5) Area Income Ratings. 
b. Projects using a CHDO (Community Housing Development Organizations) Loan 
c. Projects that are ineligible for tax credits 
                                                         Source: NCHFA 1999 Allocation Plan, (VI)-pg.2-3 
 
There are interest rates and terms outlined in the Exhibit 18 for each of the Area 
Income Ratings from one to five in regard to the requirements NCHFA has stated above.  
The loan rates and terms are designed according to the local affordability criteria found in 
the rating system.  The Mount Olive rehabilitation project is in Wayne County, which has a 
rating of four (4). 
RPP Loan Interest Rates and Terms 
(Source: NCHFA 1999 Allocation Plan) 
Source: NCHFA 1999 Allocation Plan, (VI)-pg.4      
    
Area Income Ratings 1 2 3 4 5 
Interest rate for 40%-49% of 
unit Targeting families earning 
below 50% AMI 
4% 3% 2% 2% 2% 
Interest Rate for 50% or greater 
of Units targeting families 
earning below 
50% AMI 
3% 2% 2% 2% 2% 
Interest Rate for 50% or greater 
of Units targets families earning 
below 
45% AMI 
2% 2% 2% 2% 2% 
First Lien position option 
available 
N N Y Y Y 
Partial deferral of interest 
available During loan term 
depending on Projected 
cashflow 
N Y Y Y Y 
Partial deferral of interest 
available During loan term 
depending on Projected 
cashflow 
N Y Y Y Y 
Maximum loan amount as lesser 
of Percentage of debt costs or 
Cost per unit 
33% of 
$15,000 
per unit 
33% or 
$12,000 
per unit 
50% or 
$33,000 
per unit 
75% or 
$50,000 
per unit 
100% or 
$65,000 
per unit 
Maximum loan amount per 
project 
$800,000 $800,000 $1,000,000 $1,300,000 $1,500,000
Minimum number assisted units 20 20 20 20 12 
Exhibit 18 
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 The Mount Olive rehabilitation project has two debt costs, a RPP loan of 275,000 as 
the first lien as allowed by the “first lien position option available term” from NCHFA and a 
CDBG loan of $85,500.  The RPP loan makes up 76% of the debt costs, and it is over the 
“maximum loan amount as lesser percentage debt costs.”  Another choice is allowed, 
though, as the maximum loan amount is lesser than $50,000 per unit with $14,473 per unit.  
Another exemption was made to stretch further a minimum requirement of number of 
assisted units from 20 to 19.  A special request to NCHFA from Murray Gould has made it 
possible.  Murray Gould has created a model of the loan repayment with the $275,000 
amortized for 20 years as permanent loan with a 2% interest rate.  The model finds the 
amount of loan payment to be deferred to meet the 1.15 debt ratio coverage as required by 
NCHFA.   A part of that model with two years repayment of loan is displayed in Exhibit 19. 
 
RPP Loan Amortization 
 
 
 
 
 
 
 
 
 
 
       Source: Gould & Associates 
    2001 2002 
        
     
Loan Principal  275,000   
     
Amortization Assuming Full Payment (P+I) 16,694  16,694 16,694 
     
Actual Amortization   13,500 13,500 
       
Deferred Amount   3,194 3,194 
     
Cumulative Deferred Amount   3,194 6,388 
     
Debt Coverage Ratio   1.17 1.16 
Exhibit 19 
 
 
Gap Financing  
After estimating the earning of $1,594,961 in equity from the tax credits, a gap exists 
between the development costs of $2,085,929 and the available equity.  Most of the gap is 
filled by a first mortgage loan of $275,000 from RPP and an $85,500 Community 
Development Block Grant loan.  Nevertheless, the combination of equity from tax credits 
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and these loans do not cover the projected development costs.  One last remaining option 
exists to use creative financing to make the project feasible: a deferred developer fee of 
$130,309 as shown in Exhibit 14 (Summary of Sources).    NCHFA allows the deferred 
development fee as part of the underwriting threshold requirements.  It states:  
“Deferred developer fees can be loaned to a project to cover a gap in funding sources as long as fees are 
projected to be repaid within 10 years.  Loans must meet the standards required by the IRS for the loan to 
stay in basis and continue to be defined as a loan for tax purposes.  Repayment projections must not 
negatively impact the operations of the project using NCHFA underwriting standards.  Developers should 
include a statement describing the terms of the loan to the project including any interest rate charged and the 
source of repayment with the application.  Non-profit organizations should include a resolution from the 
Board of Directors allowing such a loan to the project.  NCHFA will require a note evidencing the principal 
amount and terms of repayment of deferred developer fee be submitted at the time of cost certification.  The 
developer may not charge interest on this note beyond the long term AFR.” (NCHFA 1999 Allocation 
Plan, (IV)-pg.8) 
 
Conclusion 
The creative financial process of finding the right real estate strategy worked for 
Murray Gould as the project is going well as expected with full occupancy by low-income 
tenants.  It is easy to forget after reading about this case that Mount Olive School has been 
an eyesore, a vacant building in a nice neighborhood destined for destruction if not used for 
any other purpose.  The building has become a rare gem with its beauty, durability and 
architecture harder to find as more and more of these type of Classical Revival buildings are 
lost due to deterioration and destruction.  Fortunately, Murray Gould has found the school a 
useful resource for real estate investment and the National Park Service has found it a useful 
resource by designating it as historical building.  The designs and construction features of the 
school does make it easier to balance in financing the development project as a feasible one 
while complying with the Secretary of State’s Standards for Rehabilitation.  Yet, it is the LIHTC 
credit and the RPP loan that makes it more financially feasible for the developer.  The extra 
source of funding benefited tremendously for low-income residents of Mount Olive who 
cannot live in a nicer neighborhood to be part of Mount Olive’s historical heritage. 
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Appendix 1 
 
 
 
Secretary Of Interior’s 
Standards for Rehabilitation
 1
Review of Mount Olive School after Completion of Rehabilitation 
Standards for Rehabilitation. 
1. A property shall be used for its historic purpose or placed in a new use that requires minimal change 
to the defining characteristics of the building and its site and environment. 
 
Mount Olive School Apartments has a minimal change that one mistakes it for a 
school before entering the building.  The auditorium has not changed a bit from its 
originality. 
 
2. The historic character of a property shall be retained and preserved.  The removal of historic 
materials or alteration of features and spaces that characterize a property shall be avoided. 
 
The originality of the school’s exterior building remains.  The classrooms are 
readapted into apartments, but the features that characterize the classrooms remains 
in the building.  The auditorium remains intact. 
 
3. Each property shall be recognized as a physical record of its time, place and use.  Changes that 
create a false sense of historical development, such as adding conjectural features or architectural 
elements from other buildings, shall not be undertaken. 
 
No known additional conjectural features or architectural elements have been 
developed during the rehabilitation of Mount Olive School. 
 
4. Most properties change over time; those changes to a property that acquired historic significance in 
their own right shall be retained and preserved. 
 
The cafeteria room is retained, however it is not of a historical significance in its 
right, it proved not to be a detriment to the originality of the historical building as it 
was developed directly behind the building. 
 
5. Distinctive features, finishes and construction techniques or examples of craftsmanship that 
characterizes a property shall be preserved.  
 
All the features, finishes and construction techniques of Mount Olive School are 
preserved. 
 
6. Deteriorated historic features shall be repaired rather than replaced.  Where the severity of 
deterioration requires replacement of a distinctive feature, the new feature shall match the old in 
design, color, texture and other visual qualities, and where possible, materials.  Replacement of 
missing features shall be substantiated by documentary, physical or pictorial evidence. 
 
Entire structural systems of floors and roof had to be replaced in classroom wing. 
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Standards for Rehabilitation. 
 
 
 
7. Chemical or physical treatments, such as sandblasting, that cause damage to historic materials shall 
not be used. The surface cleaning of structures, if appropriate, shall be undertaken using the gentlest 
means possible. 
 
Mount Olive School was a relatively clean building that a mild cleaning soap for 
cleaning mildews was used with horsehair brush. 
 
8. Significant archeological resources affected by a project shall be protected and preserved.  If such 
resources must be distributed, mitigation measures shall be undertaken. 
 
No known archeological resources were affected by the rehabilitation of the high 
school. 
 
9. New additions, exterior alterations, or related new construction shall not destroy historic materials 
that characterize the property.  The new work shall be differentiated from the old and shall be 
compatible with massing, size, scale and architectural features to protect the historic integrity of the 
property and its environment. 
 
The cafeteria room is a relatively new addition built before the rehabilitation. 
However, it is not of a historical significance in its right, it proved not to be a 
detriment to the originality of the historical building as it was developed directly 
behind the building. 
 
 
10. New additions and adjacent or related new construction shall be undertaken in such a manner that 
if removed in the future, the essential form and integrity of the historic property and its environment 
would be unimpaired. 
 
No new additions or related new construction was undertaken during the 
rehabilitation of Mount Olive School. 
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Data For Mount Olive Project
 1
Data for Mount Olive Apartments 
 
 
Project Data 
Current Name: Mount Olive Apartments 
Historic Name: Mount Olive School 
Address: 207 Wooten Street, Mount Olive, North Carolina 
Building Type: Public High School 
Date of Construction: 1923 
Date of Rehabilitation: 1925 
Old Use: Vacant Public School 
Type Construction: Brick (exterior) and Wood (interior) 
Gross Building Area: 39,310 sq.ft. 
Net Rentable Area: 15,620 sq.ft. 
(Apartment Units Only, excluding common spaces, support offices, etc.) 
 
 
 
 
Development Schedule 
Project Initiated: 1996 * 
Architect Hired: Don Tise, TiseKeister Architects, 1996 
Initial Contact with SHPO: 1996 
Part 1 Approval (HRTC): 1998 
Part 2 Approval (HRTC): 1997 
Part 3 Approval (HRTC): 2000 
Low-Income Tax Credit Approved: 1999 
Ownership Structure Organized: 1999 
Construction Initiated: 1999 
Construction Completed: 2000 
Leasing Begun: 2001 
Final Certification for HRTC: 2000 (same as Part 3) 
Notes: 
SHPO: State Historic Preservation Officer 
HRTC: Historic Rehabilitation 
*Initial Feasibility Study 
**Organized some time earlier, but not officially finalized until HRTC Part 2 
approved (date) 
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Project Financing 
 
Total Cost of Project 
Acquisition: $0 
Rehabilitation*: $2,085,929 
Total: $2,085,929 
Total Rehab Cost Per Unit: $109,786 
*Represents total costs of project 
  
Sources of Funds 
  
Grants/Subsidies 
Total Amount: $85,500 
Sources: HUD's Community Development Block Grant  
  
Debt Financing 
Total Amount: $275,000 
Sources: RPP Loan 
  
Equity 
Total Amount: $1,594,961 
Sources: Mount Olive School Apartments, LLC (Historic Tax Credits and  
Low-Income Housing Tax Credits are both syndicated) 
  
Deferred Development Fee 
Total Amount: $130,309 
 
Total Funds: $2,085,929 
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Tax Credit Analysis   
    
Historic Rehabilitation Tax Credit (Federal) Project 
Total Development Costs $2,085,929 
Total Qualifying Expenditures $1,947,168 
Rehabilitation Tax Credit % 20% 
Total Rehabilitation Tax Credit $389,434 
Equity Yield for Rehabilitation Credit $0.90 
Equity Raised for Rehabilitation Credit $350,490 
  
Historic Rehabilitation Tax Credit (North Carolina)   
Total Development Costs $2,085,929 
Total Qualifying Expenditures $1,947,168 
Rehabilitation Tax Credit % 20% 
Total Rehabilitation Tax Credit $389,434 
Equity Yield for Rehabilitation Credit $0.60 
Equity Raised for Rehabilitation Credit $233,660 
    
Low-Income Housing Tax Credit Analysis   
Total Development Costs $2,085,929 
Total Qualifying Expenditures $2,011,318 
Less Rehabilitation Tax Credit [$389,434] 
Eligible Basis $1,621,884 
Applicable Fraction (Low-Income Proportion) 100% 
Qualified Basis $1,621,884 
Annual Credit Rate 9% 
Annual Tax Credit Amount  $136,725 
Annual Tax Credit Award (fixed by NCHFA) $134,976 
Total Low-Income Housing Tax Credit $1,134,976 
Equity Yield for Low-Income Housing Tax Credit $0.75 
Total Equity raised from Low-Income Housing Tax-Credit $1,010,970 
    
Total Combined Equity $1,594,961 
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Mount Olive Apartments Proforma 
 
(Confidential) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Mount Olive School Apartments
Mount Olive, North Carolina
Project Participants
Ownership Entity: Mount Olive School Apartments LLC
PO Box 18165
Raleigh, North Carolina 27619-8165
Members of Ownership Entity: Historic Pres. Foundation of NC, Inc.
Gould & Associates
Managing Member: Gould & Associates
PO Box 18165
Raleigh, North Carolina 27619-8165
Murray F. Gould, Managing Member
(919)845-1282
fax (919)845-1240
Project Sponsor: Historic Pres. Foundation of NC, Inc.
220 Fayetteville St. Mall, Suite 300
Raleigh, North Carolina 27611-7644
J. Myrick Howard, Executive Director
(919)832-3652
fax (919)832-1651
Mount Olive School Apartments
Mount Olive, North Carolina
Project Inputs
General Information
Project Name: Mount Olive School Apartments
Project Location: Mount Olive, North Carolina
Ownership Information %
Equity Investor Equity Investor 99.990%
Member # 1 AHA 0.005%
Member # 2 PNC 0.005%
Tax Credit Rates Rent Up Assumptions
LIHTC - 9% 8.43% Absorption Rate (% per month) 20%
LIHTC - 4% 3.61%
Federal Historic Credit 20%
NC Historic Credit 20%
Corporate Tax Rate 39.17%
Other
Income Escalator 3%
Expense Escalator 4%
Vacancy Rate 7%
Other Income (per unit/per month) 15
Replacement Reserve (per unit) 300
Financing Information
First Mortgage
Second Mortgage
Third Mortgage
Fourth Mortgage
Construction Loan Wachovia Bank
Construction Loan Rate 6.0%
Mt.Olve     4/22/2002
Mount Olive School Apartments
Mount Olive, North Carolina
Sources & Uses of Funds
Sources
CDBG 85,500           4.1%
RPP Loan 275,000         13.2%
Equity Investor 1,594,961      76.5%
AHA 80                  
PNC 80                  
Deferred Development Fee 130,309         6.2%
Total Sources 2,085,929      100.0%
Uses
Land & Buildings -                 
Site Preparation 281,450         
Construction 1,347,423      
Architecture/Engineering 50,801           
Construction Interest & Insurance 36,600           
Soft Costs 56,470           
Developer Fees 245,699         
Organization Costs 1,100             
Reserves 66,386           
Total Uses 2,085,929      
Mt.Olve     4/22/2002
Mount Olive School Apartments
Mount Olive, North Carolina
Unit Mix and Income Projection
Gross Max. %
# Tenant Utility Housing Housing Max. Annual
Units Rent Allowance Expense Exp. Limit Income
Efficiency (@ 50% median income)
One Bedroom (@ 45% median income)
One Bedroom (@ 50% median income) 9 303.00 50.00 353.00 361.00 97.8% 32,724         
One Bedroom (@ 60% median income)
Two Bedroom (@ 45% median income)
Two Bedroom (@ 50% median income) 10 369.00 60.00 429.00 433.44 99.0% 44,280         
Two Bedroom (@ 60% median income)
Three Bedroom (@ 45% median income)
Three Bedroom (@ 50% median income)
Three Bedroom (@ 60% median income)
Market Rate One Bedroom
Market Rate Two Bedroom
19 77,004         
Mt.Olve   4/22/2002
Mount Olive School Apartments
Mount Olive, North Carolina
Summary of Construction Costs
Weaver Construction Estimate
Total Actual Per Unit
Demolition 162,800          
General Site Preparation 49,150            
Rehabilitation 1,050,000        
Builders Risk 2,861              
Sub-Total 1,264,811        
General Requirments (Maximum 6%) 75,889            6.0%
Sub-Total 1,340,700        
Overhead (Maximum 2%) 26,814            2.0%
Profit (Maximum 8%) 80,442            6.0%
Performance Bond 9,000              
Total Construction Cost 1,456,956        76,682          
NCHFA Contingency (6%) 87,417            
Grand Total 1,544,373        81,283          
Mt.Olve      4/22/2002
Mount Olive School Apartments
Mount Olive, North Carolina
Summary of Development Costs
Rehab.
Total LIHTC Tax Credit Amortize Depreciate Other
Basis Basis
Land & Buildings
Land -                 
Buildings -                 -                
Sub-total -                       -                 -                -             -                -                 
Site Preparation
Demolition 162,800               162,800         162,800        162,800         
General Site Preparation 49,150                 49,150           49,150           
Environmental Remediation 69,500                 69,500           69,500          69,500           
Other -                 -                -                
Sub-total 281,450               281,450         232,300        -             281,450         -                 
Construction
New -                 -                
Rehabilitation 1,050,000            1,050,000      1,050,000     1,050,000      
Furnishings 15,000                 15,000           15,000           
Builder's Risk 2,861                   2,861             2,861            2,861             
Payment & Performance Bond 9,000                   9,000             9,000            9,000             
General Requirements 75,889                 75,889           75,889          75,889           
Contractor Overhead 26,814                 26,814           26,814          26,814           
Contractor Profit 80,442                 80,442           80,442          80,442           
Construction Contingency 87,417                 87,417           87,417          87,417           
Other -                 -                -                
Sub-total 1,347,423            1,347,423      1,332,423     -             1,347,423      0
Mt.Olve     4/22/2002 
Mount Olive School Apartments
Mount Olive, North Carolina
Summary of Development Costs
Rehab.
Total LIHTC Tax Credit Amortize Depreciate Other
Basis Basis
Architecture/Engineering
Design Fee 40,000                 40,000           40,000          40,000           
Architectural Supervision 10,000                 10,000           10,000          10,000           
Civil Engineering 801                      801                801               801                
Soil Boring/Geotechnical -                 -                -                
Sub-total 50,801                 50,801           50,801          -             50,801           -                 
Construction Interest & Insurance
General Liability Insurance 1,000                   1,000             1,000            1,000             
Construction Period Interest 26,600                 26,600           26,600          26,600           
Construction Loan Fee 9,000                   9,000             9,000            9,000             
Sub-total 36,600                 36,600           36,600          -             36,600           -                 
Soft Costs
Cost Certification 7,500                   7,500             7,500            7,500             
Market Study 3,825                   3,825             3,825            3,825             
Phase 1 Assessment 3,430                   3,430             3,430            3,430             
Other Environmental Studies 5,100                   5,100             5,100            5,100             
Tax Credit Application Fees 6,740                   6,740             6,740            6,740             
Tax Credit Monitoring Fee 7,125                   7,125         
Tax Opinion -             
Bridge Loan Fees & Expenses -                 -                
Survey 2,750                   2,750             2,750            
Appraisal 6,000                   6,000             6,000            
Consultant -                 -                
Permanent Loan Fees -             
Legal Counsel 10,000                 10,000           10,000          10,000           
Closing, Title, Recording 4,000                   4,000             4,000            4,000             
Sub-total 56,470                 49,345           49,345          7,125         26,595           -                 
Developer Fees
Acquisition Fee -                       -                 -                -                
Development Fee 245,699               245,699         245,699        245,699         
Other -                 -                -                
Sub-total 245,699               245,699         245,699        -             245,699         -                 
Organization Costs
Organizational Start Up 1,000                   1,000         
Filing Fees 100                      100            
Other -             
Sub-total 1,100                   -                 -                1,100         -                -                 
Reserves
Operating Reserve (6 months) 38,853                 38,853           
Rent-up Reserve 27,534                 27,534           
Other Reserve -                 
Sub-total 66,386                 -                 -                -             -                66,386           
Total 2,085,929            2,011,318      1,947,168     8,225         1,988,568      66,386           Mt.Olve     4/22/2002 
Mount Olive School Apartments
Mount Olive, North Carolina
Computation of Development Fee
Acquisition Other
Acquisition -                     
Site Preparation 281,450               
Construction 1,347,423            
Architectural/Engineering 50,801                 
Construction Interest & Insurance 36,600                 
Soft Costs 56,470                 
Organizational Costs 1,100                   
Total -                     1,773,844            
Less:
Contractor Overhead (26,814)                
Contractor Profit (80,442)                
Total -                     1,666,588            
Development Fee Percentage 6% 15.0%
Development Fee -                     249,988               245,699       Actual Fee
Earned and Paid
Total PNC (25%) AHA (75%)
Pre-Consruction 30% 73,710               18,427                 55,282              
Construction 30% 73,710               18,427                 55,282              
Post-Construction 40% 98,280               24,570                 73,710              
245,699             61,425                 184,274            
Mt.Olve    4/22/2002
Mount Olive School Apartments
Mount Olive, North Carolina
Operating Expenses
Annual Per
Amount Unit
Administrative Expense:
1.  Advertising 500              26                
2.  Other Administrative Expense -               
3.  Office Salaries 8,200           432              
4.  Office Supplies -               
5.  Office and Model Apartment Rent -               
6.  Management Fee 8,270           435              
7.  Manager or Superintendent Salaries -               
8.  Manager or Superintendent Rent Free Unit -               
9.  Legal Expenses 250              13                
10. Audit Expenses 750              39                
11. Bookkeeping Fees/Accounting Services -               
12. Telephone and Answering Service 1,000           53                
13. Bad Debts -               
14. Other Administrative Expense -               
15. Total Administrative Expenses 18,970         998              
Utilities Expense:
16. Fuel Oil -               
17. Electricity 5,100           268              
18. Water 1,900           100              
19. Gas -               
20. Sewer -               
21. Total Utilities Expenses 7,000           368              
Operating and Maintenance Expenses:
22. Janitor and Cleaning Payroll 8,150           429              
23. Janitor and Cleaning Supplies 700              37                
24. Janitor and Cleaning Contract -               
25. Exterminating Payroll/Contract 400              21                
26. Exterminating Supplies -               
27. Garbage and Trash Removal 2,000           105              
28. Security Payroll/Contract -               
29. Grounds Payroll -               
30. Grounds Supplies -               
31. Grounds Contract 2,690           142              
32. Repairs Payroll -               
33. Repairs Materials -               
34. Repairs Contract 1,200           63                
35. Elevator Maintenance/Contract 2,970           156              
36. Heating/Cooling Repairs and Maintenance -               
37. Swimming Pool Maintenance/Contract -               
38. Snow Removal -               
39. Decorating Payroll/Contract 1,500           79                
40. Decorating Supplies 2,000           105              
41. Other 360              19                
42. Miscellaneous Operating and Maintenance Expenses 128              7                  
Total Operating and Maintenance Expenses 22,098         1,163           
Mt.Olve    4/22/2002
Mount Olive School Apartments
Mount Olive, North Carolina
Operating Expenses
Annual Per
Amount Unit
Taxes and Insurance:
44. Real Estate Taxes -               
45. Payroll Taxes (FICA) -               
46. Miscellaneous Taxes, Licenses and Permits -               
47. Property and Liability Insurance 3,543           186              
48. Fidelity Bond Insurance -               
49. Workman's Compensation -               
50. Health Insurance -               
51. Other Insurance -               
Total Taxes and Insurance 3,543           186              
Support Services Expenses:
53. Service Coordinator 3,000           158              
54. Service Supplies 500              26                
55. Tenant Association Funds 200              11                
56. Other Expenses -               
Total Support Services Expenses 3,700           195              
Reserves:
58. Replacement Reserves 5,700           300              
Total Operating Expenses 61,011         3,211           
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Analysis of Rent Up Year
Average Monthly Rent 348              
Absorption Rate (% per month) 20%
Net Permanent
Month Absorption Rental Other Operating Rent-Up Operating Debt
(Units) Income Income Expenses Reserve Income (Loss) Service
June,2000 3.8 1,322           57          (1,438)               (475)                       (534)                            
July, 2000 7.6 2,644           114        (2,397)               (475)                       (114)                            
August, 2000 11.4 3,966           171        (3,595)               (475)                       66                               
September, 2000 15.2 5,288           228        (3,595)               (475)                       1,445                          
October, 2000 17.67 6,147           265        (4,794)               (475)                       1,143                          
November, 2000 17.67 6,147           265        (4,794)               (475)                       1,143                          -                  
December, 2000 17.67 6,147           265        (4,794)               (475)                       1,143                          -                  
Total 31,660         1,365     (25,406)             (3,325)                    4,294                          -                  
Full Year Projection 79,314         3,420     
First Year Vacancy 47,655         2,055     
Mt.Olve     4/22/2002    
Mount Olive School Apartments
Mount Olive, North Carolina
Computation of Tax Credits and Equity
Federal Historic Tax Credit Summary
Federal Basis 1,947,168       Equity from Federal Historic Credits 350,490         
Rate of Credit 20% Equity from NC Historic Credits 233,660         
Federal Credit 389,434          Equity from LIHTC 1,010,970      
Syndication Price 0.90
Equity from Federal Historic Credits 350,490          Total Equity 1,595,120      
North Carolina Historic Tax Credit Sources of Equity
NC Basis 1,947,168       Equity Investor 99.990% 1,594,961      
Rate of Credit 20% AHA 0.005% 80                  
NC Credit 389,434          PNC 0.005% 80                  
Syndication Price 0.6
Equity from NC Historic Tax Credit 233,660          Total Equity 100.00% 1,595,120      
Low Income Housing Tax Credit
New
Acq. Construction
Tax Credit Basis -                  2,011,318             
less: Federal Historic Credit (389,434)              
Eligible Basis -                  1,621,884             
Applicable Fraction 100.00% 100.00%
Qualified Basis -                  1,621,884             
Tax Credit Rate 3.61% 8.43%
Annual Tax Credits -                  136,725                
Total Annual Tax Credits 136,725          
Annual Tax Credit Award (fixed by NCHFA) 134,796          
*10 years 1,347,960       
Syndication Price 0.75
Equity from Housing Tax Credits 1,010,970       
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20-Year Proforma
Summary of Sources:
CDBG Loan 85,500                  
RPP Loan 275,000                
Equity Investor 1,594,961             
AHA 80                         
PNC 80                         
Deferred Development Fee 130,309                
Total Sources of Funds 2,085,929             
2000 2001 2002 2003 2004 2005 2006
Gross Rental Income 79,314               81,694             84,144             86,669             89,269             91,947             94,705             
Gross Other Income 3,420                 3,523               3,628               3,737               3,849               3,965               4,084               
Total Gross Income 82,734               85,216             87,773             90,406             93,118             95,912             98,789             
Less: Vacancy (49,709)              (5,965)             (6,144)             (6,328)             (6,518)             (6,714)             (6,915)             
Net Rental and Other Income 33,025               79,251             81,629             84,077             86,600             89,198             91,874             
Less: Operating Expenses (25,406)              (57,523)           (59,824)           (62,217)           (64,706)           (67,294)           (69,986)           
Less: Replacement Reserve (3,325)                (5,928)             (6,165)             (6,412)             (6,668)             (6,935)             (7,212)             
Net Operating Income 4,294                 15,800             15,639             15,448             15,225             14,969             14,675             
Debt Service:
Construction/Perm. Loans 31,827               
PNC Loan
RPP Loan 13,500             13,500             13,500             13,000             13,000             13,000             
Total Debt Service 31,827               13,500             13,500             13,500             13,000             13,000             13,000             
Cash Flow After Debt Service (27,534)              2,300               2,139               1,948               2,225               1,969               1,675               
Funds provided from Rent up Reserve 27,534               
Total Debt Coverage Ratio n/a 1.17 1.16 1.14 1.17 1.15 1.13
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20-Year Proforma
Summary of Sources:
CDBG Loan 85,500                  
RPP Loan 275,000                
Equity Investor 1,594,961             
AHA 80                         
PNC 80                         
Deferred Development Fee 130,309                
Total Sources of Funds 2,085,929             
Gross Rental Income
Gross Other Income
Total Gross Income
Less: Vacancy
Net Rental and Other Income
Less: Operating Expenses
Less: Replacement Reserve
Net Operating Income
Debt Service:
Construction/Perm. Loans
PNC Loan
RPP Loan
Total Debt Service
Cash Flow After Debt Service
Funds provided from Rent up Reserve
Total Debt Coverage Ratio
2007 2008 2009 2010 2011 2012 2013
97,546             100,473           103,487           106,592           109,789          113,083           116,475           
4,206               4,332               4,462               4,596               4,734              4,876               5,022               
101,753           104,805           107,949           111,188           114,523          117,959           121,498           
(7,123)             (7,336)             (7,556)             (7,783)             (8,017)             (8,257)             (8,505)             
94,630             97,469             100,393           103,405           106,507          109,702           112,993           
(72,786)           (75,697)           (78,725)           (81,874)           (85,149)           (88,555)           (92,097)           
(7,501)             (7,801)             (8,113)             (8,437)             (8,775)             (9,126)             (9,491)             
14,344             13,971             13,555             13,093             12,583            12,021             11,405             
12,200             12,200             12,200             11,000             11,000            11,000             9,500               
12,200             12,200             12,200             11,000             11,000            11,000             9,500               
2,144               1,771               1,355               2,093               1,583              1,021               1,905               
1.18 1.15 1.11 1.19 1.14 1.09 1.20
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20-Year Proforma
Summary of Sources:
CDBG Loan 85,500                  
RPP Loan 275,000                
Equity Investor 1,594,961             
AHA 80                         
PNC 80                         
Deferred Development Fee 130,309                
Total Sources of Funds 2,085,929             
Gross Rental Income
Gross Other Income
Total Gross Income
Less: Vacancy
Net Rental and Other Income
Less: Operating Expenses
Less: Replacement Reserve
Net Operating Income
Debt Service:
Construction/Perm. Loans
PNC Loan
RPP Loan
Total Debt Service
Cash Flow After Debt Service
Funds provided from Rent up Reserve
Total Debt Coverage Ratio
2014 2015 2016 17 18 19 20
119,970           123,569           127,276           131,094           135,027           139,078           143,250           
5,173               5,328               5,488               5,653               5,822               5,997               6,177               
125,143           128,897           132,764           136,747           140,849           145,075           149,427           
(8,760)             (9,023)             (9,293)             (9,572)             (9,859)             (10,155)           (10,460)           
116,383           119,874           123,470           127,175           130,990           134,920           138,967           
(95,781)           (99,612)           (103,596)         (107,740)         (112,050)         (116,532)         (121,193)         
(9,871)             (10,265)           (10,676)           (11,103)           (11,547)           (12,009)           (12,489)           
10,731             9,997               9,198               8,331               7,393               6,379               5,285               
9,500               9,500               7,550               7,550               7,550               5,950               5,950               
9,500               9,500               7,550               7,550               7,550               5,950               5,950               
1,231               497                  1,648               781                  (157)                429                  (665)                
1.13 1.05 1.22 1.10 0.98 1.07 0.89
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RPP Loan Amortization
2001 2002 2003 2004 2005 2006
Loan Principal 275,000
Amortization Assuming Full Payment (P+I) 16,694 16,694 16,694 16,694 16,694 16,694 16,694
Actual Amortization 13,500 13,500 13,500 13,000 13,000 13,000
Deferred Amount 3,194 3,194 3,194 3,694 3,694 3,694
Cumulative Deferred Amount 3,194 6,388 9,582 13,277 16,971 20,665
Debt Coverage Ratio 1.17 1.16 1.14 1.17 1.15 1.13
Total Repaymant During Loan Term 63.5%
Mount Olive School Apartme
Mount Olive, North Carolina
RPP Loan Amortization
Loan Principal
Amortization Assuming Full Payment (P+I)
Actual Amortization
Deferred Amount
Cumulative Deferred Amount
Debt Coverage Ratio
Total Repaymant During Loan Term
2007 2008 2009 2010 2011 2012 2013 2014
16,694 16,694 16,694 16,694 16,694 16,694 16,694 16,694
12,200 12,200 12,200 11,000 11,000 11,000 9,500 9,500
4,494 4,494 4,494 5,694 5,694 5,694 7,194 7,194
25,159 29,653 34,147 39,842 45,536 51,230 58,424 65,618
1.18 1.15 1.11 1.19 1.14 1.09 1.20 1.13
Mount Olive School Apartme
Mount Olive, North Carolina
RPP Loan Amortization
Loan Principal
Amortization Assuming Full Payment (P+I)
Actual Amortization
Deferred Amount
Cumulative Deferred Amount
Debt Coverage Ratio
Total Repaymant During Loan Term
2015 2016 2017 2018 2019 2020 Total
16,694 16,694 16,694 16,694 16,694 16,694 333,883
9,500 7,550 7,550 7,550 5,950 5,950 212,150
7,194 9,144 9,144 9,144 10,744 10,744 121,733
72,812 81,956 91,101 100,245 110,989 121,733
1.05 1.22 1.10 0.98 1.07 0.89
